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SUBJECT: CIV AIR: ICELANDIC BAHRAIN SERVICE 

REF: A) LUXEMBOURG 174, B) MANAMA 556, C) REYKJAVIK 353 
D) REYKJAVIK 110 

1 . POLICY GUIDANCE REQUESTED REFTELS FOLLOWS STARTING 
PARA 2 BELOW. ACTION POSTS MAY COMMUNICATE AT THEIR 
DISCRETION SUBSTANCE OF THIS POLICY TO RESPECTIVE GOVERN- 
MENTS AT APPROPRIATE LEVEL. AMEMB ASSIES LUXEMBOURG AND 
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MANAMA SHOULD REITERATE TO ICELANDIC REPS THAT SINCE 
ISSUE CONCERNS BILATERAL US-ICELANDIC CIV AIR RELATIONS, 
APPROPRIATE VENUE FOR ANY FURTHER DISCUSSIONS IS EITHER 
REYKJAVIK OR WASHINGTON. AMEMBASSY MANAMA SHOULD NOT 
COMMUNICATE TO GOB ANY ASSURANCES THAT USG DOES NOT OPPOSE 
PROPOSED ICELANDIC SERVICE. 
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2. LOFTLEIDER'S OPERATIONS BETWEEN US POINTS AND ICELAND 
UNDER THE US-ICELAND AIR TRANSPORT AGREEMENT OF 1945 ARE, 

IN REALITY, AIR SERVICES BETWEEN THE US AND EUROPE WITH A 
STOP IN ICELAND. WELL OVER 90 PERCENT OF THE TRAFFIC 
CARRIED IS US-EUROPE TRAFFIC, NOT US-ICELAND TRAFFIC. 

SUCH OPERATIONS ARE CONTRARY TO THE ACCEPTED INTERNATIONAL 
AVIATION PRECEPT THAT AIR SERVICES SHOULD BE OPERATED 

PRIMARILY TO CARRY TRAFFIC COMING FROM OR DESTINED TO THE 
HOMELAND OF THE AIRLINE. 

3. LOFTLEIDER HAS, THROUGHOUT THE YEARS, ATTEMPTED TO 
INCREASE ITS POTENTIAL TO CARRY US-EUROPE TRAFFIC (SO- 
CALLED SIXTH FREEDOM TRAFFIC) BY OFFERING AIR FARES LOWER 
THAN THOSE OFFERED BY OTHER TRANSATLANTIC AIRLINES AND BY 
OPERATING COMMERCIALLY COMPETITIVE TYPES OF AIRCRAFT. THE 
US AND ICELAND, PRIOR TO 1970, ENGAGED IN A SERIES OF 
CONSULTATIONS AND EXCHANGES ON THESE ISSUES, ALL OF WHICH 
WERE FOCUSED ON LOFTLEIDER'S US-EUROPE TRAFFIC. IN 1970, 

IN RESPONSE TO ICELAND'S REQUEST TO OPERATE JET AIRCRAFT 
(THE THEN EXISTING UNDERSTANDING WAS THAT THE US WOULD 
COUNTENANCE LOFTLEIDER'S OPERATIONS ONLY IF IT OPERATED 
AIRCRAFT A NOTCH BELOW THOSE USED BY US AIRLINES, E.G., 

DC-6, INSTEAD OF DC-7, THE TWO COUNTRIES ENTERED INTO A 
MODUS VIVENDI WHICH, IN EFFECT, SUBSTITUTED AN OVERALL 
SEAT LIMITATION ON LOFTLEIDER'S US-EUROPE OPERATIONS IN 
LIEU OF ANY PRICE OR AIRCRAFT-TYPE CONTROL. THE MODUS 
VIVENDI WAS AN EXPRESSION BY THE US (SEE PARA 5 THEREOF) 

THAT IT WOULD REFRAIN FROM PURSUING ITS BASIC OBJECTIONS 
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TO LOFTLEIDER'S OPERATIONS AND FROM TAKING UNILATERAL 
ACTION SO LONG AS THERE WERE NO FUNDAMENTAL CHANGES IN 
THE OVERALL SITUATION. (COPY OF MODUS VIVDENI BEING 
POUCHED TO REYKJAVIK) 

4. LOFTLEIDER'S PROPOSED BAHRAIN SERVICE RAISES AGAIN 
THE SAME PROBLEM TO WHICH THE 1970 MODUS VIVENDI WAS 
ADDRESSED. THE BAHRAIN SERVICE COULD NOT BE SUSTAINED 
WITH TRAFFIC MOVING BETWEEN ICELAND AND THE MIDEAST; 
CLEARLY IT WILL CONSIST PRINCIPALLY OF TRAFFIC TRAVELLING 
BETWEEN THE US AND BAHRAIN. THE US GOVERNMENT BELIEVES 
NOW, AS IT DID IN 1970, THAT SUCH A SERVICE IS CONTRARY 

TO THE BASIC PRINCIPLES WHICH UNDERLIE THE MULTILATERAL 
AND BILATERAL FRAMEWORK OF INTERNATIONAL AVIATION. THE 
US GOVERNMENT MAINTAINS NOW, AS IT DID IN THAT EARLIER 
CASE, THAT THE INSTITUTION OF SUCH A SERVICE WITHOUT 
PRIOR CONSULTATION BETWEEN GOVERNMENTS COULD LEAD TO THE 
CONSIDERATION OF UNILATERAL ACTION BY THE UNITED STATES 
TO CONTROL SUCH CARRIAGE. 
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5. THE USG, THEREFORE, CONSIDERS THAT ICELAND IS BOUND 
TO PRIOR CONSULTATION RE ANY PROPOSED US-BAHRAIN SERVICES 
IF IT WISHES TO AVOID CONSIDERATION BY THE USG OF UNI- 
LATERAL STEPS, A SITUATION WE ARE ANXIOUS TO AVOID. 
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